United States

| nport Restrictions and Requirenments

An inport license is not required for inporting tobacco or tobacco products
into the United States. However, inporters are required to obtain a pesticide
and end user certificate fromthe Agricultural Marketing Service' s Tobacco

Di vision before entry into the United States. The Pesticide certificate
certifies that flue-cured and burley tobacco offered for inportation does not
exceed the nmaxi num al | owabl e resi due | evel s of any banned pesticide. There is
atariff-rate-quota for inports of flue-cured, burley, and other light air-
cured tobacco that are inported for manufacture of cigarettes. Also AMB

i nspects all tobacco, except oriental and cigar tobacco, inported into the
United States for grade and quality.

Tariff Rate Quota

Atariff rate quota (TRQ was established Septenber 1995 for inports of flue-
cured, burley, and other light air-cured tobacco that are inported for the
manuf acture of cigarettes. Under the TRQ a tariff rate equal to the
concession rate is applied to tobacco inports until the in-quota quantity is
filled, after which a tariff rate of 350% ad valoremis applied. The TRQis
subdi vided into specific allocations for Argentina, Brazil, China, the

Eur opean Uni on, Guatenal a, Ml awi, Philippines, Thailand, Z nbabwe, and a
general allocation for countries other than those all ocated specific TRQ
quantities. (Tobacco entered under the TRQ from Argentina requires a
certificate of origin.).

O her tobaccos, including oriental and cigar type tobaccos are not subject to
the quantitative limtations of the TRQ Inported flue-cured, burley and other
light air-cured tobaccos used to nmanufacture products other than cigarettes
are not subject to the tariff-rate quota. And inported flue-cured, burley and
other light air-cured tobaccos used to manufacture exported cigarettes would
be eligible for manufacturing duty drawback

Under the North Anerican Free Trade Agreenent, Canada and Mexi co are excl uded
from T TRQ i nport duties. Duty draw back provisions apply to re-exported

t obacco. The exported tobacco nust be the sane |eaf inported in order to draw
back duties on TRQ t obaccos.

Country allotnments are as foll ows:

Country Quantity
(metric
t ons)
Argenti na 12,000
Brazi | 80, 200
Chile 2,750

Eur opean Communi ty 10, 000
Guat enal a 9, 250
Mal awi 12, 000
Phi | i ppi nes 3,000



Country Quantity

(nmetric
t ons)
Thai | and 7,000
Zi nbabwe 12, 000
O her countries or 3, 000
ar eas
Tot al 151, 200

Procedures for obtaining a Pesticide Certificate and End User Certificate

Manuf actures may give advance notification at |least 5 days prior to unloading
t he tobacco by contracting AMS either orally or in witing.

ANMS gives the inporter two option for pesticide testing. The inporter is
responsi ble for the cost of these tests. They are as foll ows:

The inporter may certify that the identified tobacco does not exceed the

maxi mum al | owabl e resi due | evels. The inspector will, at the time of

i nspection, run the random sanpling to draw an official sanple for each

100, 000 pounds of tobacco. O the inporter nay certify that the identified
tobacco will not nove in commerce until a chemical analysis is conducted; the
i nspector at the tine of inspection, will run the sanpling to draw an officia
sanpl e from each container or one sanple for approximately 50,000 pounds.

The reside standards are as foll ows:

Pesti ci de ppm
Chl or dane 3.0
Di br onochl or opropane | 1.0
(DBCP)

Di canba 5.0
Endrin .1
Et hl ene Di bromi de .1
(EDB)

For not hi on .5
Hexachl or obenzene .1
(HCB)

Met hoxychl or 1
Toxaphene .3
2,4-D 5.0
2,4,5-T .1
Sum of Aldrin and .1
Dieldrin




Sum of Cypernethrin 3.0
and Ppernethrin

Sum of DDT, TDE .4
(DDD) ,
and DDE

Sum of Hept achl or 1
and Hept achl or
Epoxi de

End User Certificate:
A certificate is required by the inporter or subsequent purchaser to identify
any and all end users of inported flue-cured or burley tobacco.

Taxes
Tobacco products are subject to federal, state, and sonmetines |ocal excise

taxes. Federal tax rates on tobacco products in the United States as of
January 1999 are as foll ows:

Pr oduct

Ci gars wei ghing nore than 3 pounds
per 1,000; whol esale price not nore
t han US$235. 294 per 1, 000

Ci gars wei ghing nore than 3 pounds
per 1,000, whol esale price nore than

Tax Rate
12. 75%

$30. 00/ 1000*

US$235. 294 per 1, 000

Ci gars wei ghing not nore than 3 $1. 125/ 1000

pounds per 1,000

Cigarettes wei ghing nore than 3 $25. 20/ 1000
pounds per 1,000

Cigarettes wei ghing not nore than 3 $12. 00/ 1000**
pounds per 1,000

Snuf f $. 36/ pound

Pi pe Tobacco $. 675/ pound

Chewi ng Tobacco $. 12/ pound

* Percent of whol esale price

** |f nore than 6.5 inches in length they shall be taxable at the rate
prescribed for cigarettes wei ghing not nore than 3 pounds per 1,000 counting
each 2.75 inches, or fraction thereof, of the |length of each as one cigarette.

States inpose varying tax rates for cigarettes, and rates vary unevenly anong
the different states for different quantities, size, weights, and so forth.

Al so, sone nunicipalities and counties |levy taxes on cigarettes. State tax
rates per standard package of 20 cigarettes in 1998 were:



STATES

Al abama

Al aska

Ari zona

Ar kansas
California
Col or ado
Connecti cut
Del awar e

District of
Col unbi a

Fl ori da
Ceorgi a
Hawai i

| daho
Illinois
I ndi ana
| owa
Kansas
Kent ucky
Loui si ana
Mai ne
Mar yl and

Massachusetts

M nnesot a
Mont ana

M ssi ssi ppi
M ssouri
Mont ana
Nebr aska
Nevada

cents per
pack

16. 5
100
58.
31.
37.
20.
50.
24,

o O o o o u o

65.

33.

©

12.0
100.0
28
58.0
15.5
36.0
24.0
3.0
20.
74.
36.
76.
75.
48.
18.
17.

o O O O o o o o o

18.
34
35.0



STATES cents per
pack

New Hanpshire 37.0

New Jer sey 80.0
New Mexi co 21.0
New Yor k 56.0
Nort h 5.0

Carol i na

Nort h Dakot a 44.0
ni o 24.0
Ol ahoma 23.0
Oregon 68.0
Pennsyl vani a 31.0
Rhode | sl and 71.0
Sout h 7.0

Carolina

Sout h Dakot a 33.0

Tennessee 13.0
Texas 41.0
Ut ah 51.5
Ver nont 44.0
Virginia 2.5
Washi ngt on 82.5

West Virginia 17.0
W sconsi n 59.0
Woni ng 12.0

Anti - snoki ng Measur es

There is a strong anti-snoking novenent in the United States. There are
several governnental and non-governnental organizations involved in tobacco

i ssues. On Novenber 16, 1998, State Attorney Ceneral and cigarette

manuf actures signed an agreenent to reinburse the States for the costs of
treating snoking-related illnesses and to reduce underage snoking. Unlike the
1997 agreenent, the new tobacco settlenent does not require approval by
Congress. Under the agreement $206 billion dollars are to be paid to the
States over 25 years. And $1.5 billion dollars are to be paid over ten years
to support anti-snoking nmeasures plus $250 nmillion dollars to fund research



i nto reducing youth snmoki ng. Regul ations are enforced at both the state and
[ ocal |evel.

Regul ati ons are as foll ows:

Al states prohibit the sale and distribution of tobacco to m nors (under the
age of 18).

A rotating systemof four health warnings is required on all cigarette packets
and advertisenents (including point-of-sale). The warnings are as foll ows:

(1) SURGEON GENERAL WARNI NG Snoki ng Causes Lung Cancer, Heart Di sease
Enmphysenma, And May Conplicate Pregnancy. (2) SURGEON GENERAL'S WARNI NG
Quitting Snoking Now Greatly Reduces Ri sks to Your Health: (3) SURGEON GENERAL
WARNI NGS: Snoki ng by Pregnant Wonen May Result in Fetal Injury, Premature
Birth, and Low Birth Weight; and (4) SURGEON GENERAL WARNI NG Cigarette Snoke
Cont ai ns Carbon Monoxi de. In addition, snokel ess tobacco product packages
nmust rotate the followi ng: WARNING TH S PRODUCT MAY CAUSE MOUTH CANCER; (2)
WARNI NG THI' S PRODUCT MAY CAUSE GUM DI SEASE AND TOOTH LGSS; and (3) WARN NG
THI S PRODUCT |'S NOT A SAFE ALTERNATI VE TO Cl GARETTES.

Federal |aw prohibits advertising of tobacco and tobacco products via
television and radio. Ban on cartoon characters (except for animals currently
used on packs), but no ban on hunman images.

Ban on all outdoor advertising (including billboards) except for
advertisenments 14 square feet or less outside of, or directed outside from
retail establishnents. Allows states to use billboard space for counter-
adverti sing.

Conpl ete ban on sponsorship of concerts, team sports, and events where a
significant percentage of the intended audi ence includes children
Participating manufactures otherw se permtted one sponsorship per year in
each settling state, with substantial limtations on pre-event advertising.

Ban on product placenent paynents in novies, tv, video ganes, theatrical

musi cal and other |ive performances; and video tapes. Media exhibited in adult
only facilities is exenpt fromthis ban

Snoking is prohibited on buses, on donestic flights and some restrictions
apply for rail service.

Snmoking is prohibited in the workpl ace except in separately ventilated snoking
roons. There are snoking bans in governnent buildings and federally supported
of fi ces.



